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The  Health  Care  Financing  Administration  was  established  to  combine  health  financing  and 
quality  assurance  programs  into  a  single  agency.  HCFA  is  responsible  for  the  Medicare  pro- 
gram, Federal  participation  in  the  Medicaid  program,  the  Professional  Standards  Review 
Organization  program,  and  a  variety  of  other  health  care  quality  assurance  programs. 

The  mission  of  the  Health  Care  Financing  Administration  is  to  promote  the  timely  delivery  of 
appropriate,  quality  health  care  to  its  beneficiaries— approximately  47  million  of  the  nation's 
aged,  disabled,  and  poor.  The  Agency  must  also  ensure  that  program  beneficiaries  are  aware 
of  the  services  for  which  they  are  eligible,  that  those  services  are  accessible  and  of  high 
quality,  and  that  Agency  policies  and  actions  promote  efficiency  and  quality  within  the  total 
health  care  delivery  system. 

HCFA's  Office  of  Research,  Demonstrations,  and  Statistics  (ORDS)  conducts  studies  and 
projects  that  demonstrate  and  evaluate  optional  reimbursement,  coverage,  eligibility,  and 
management  alternatives  to  the  present  Federal  programs.  ORDS  also  assesses  the  impact 
of  HCFA  programs  on  health  care  costs,  program  expenditures,  beneficiary  access  to  ser- 
vices, health  care  providers,  and  the  health  care  industry.  In  addition,  ORDS  monitors  na- 
tional health  care  expenditures  and  prices  and  provides  actuarial  analyses  on  the  costs  of 
current  HCFA  programs  as  well  as  the  impact  of  possible  legislative  or  administrative 
changes  in  the  programs. 

ORDS  also  annually  conducts  over  200  intramural  and  extramural  research,  demonstration, 
and  evaluation  projects.  The  Health  Care  Financing  Grants  and  Contracts  Reports  series 
presents  the  final  reports  from  selected  ORDS/HCFA-funded  extramural  projects. 
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Eighth,  we  did  not  have  complete  information  on  supplementary 
insurance.    While  we  had  data  from  the  Colorado  Medicaid  program  and  from 
Blue  Cross/Blue  Shield  of  Colorado,  many  other  companies  offer  Medicare 
supplemental  insurance.    Our  beneficiary  survey  indicated  that  about  as  many 
other  Medicare  supplementary  insurance  policies  exist  for  this  population  as 
do  Blue  Cross/Blue  Shield  supplementary  policies.    Thus*  those  beneficiaries 
we  classified  as  not  having  insurance  may  have  substantial  coverage  by 
insurance  plans  other  than  Blue  Cross/Blue  Shield  or  Medicaid. 

Finally,  clinical  psychologists  who  had  an  "incident  to"  relationship 
with  a  physician  could  bill  under  the  physician's  name  for  beneficiaries  in 
the  control  or  lower-coinsurance-only  groups,  but  billed  directly  for 
services  provided  to  those  beneficiaries  who  have  experimental  clinical 
psychology  coverage.    Because  the  name  of  the  actual  service  provider  is  rot 
required  to  be  used  on  the  bill,  and  some  psychologists  may  have  preferred 
to  continue  bill  in:  on  an  "incident  to"  basis,  our  records  did  not  provide  a 
total  picture  of  the  number  and  kind  of  services  provided  by  clinical 
psychologists.    In  addition,  the  services  billed  through  physicians  did  not 
go  through  the  clinical  psychology  peer-review  system. 

Findings 

Briefly,  the  experiment  appeared  to  have  little  impact  on  the 
utilization  of  Medicare  services,  overall  program  costs,  or  the  delivery  of 
care.    With  regard  to  the  extension  of  clinical  psychologists'  services, 
very  few  mental  health  claims  were  submitted  by  clinical  psychologists.  The 
mental  health  claims  files  for  claims  processed  by  July  1979  include  paid 
claims  to  only  33  clinical  psychologists  for  services  delivered  to  148 
beneficiaries.    Lesr>  than  2%  of  the  paid  Medicare  mental  health  services 
were  delivered  by  clinical  psychologists  who  were  practicing  and  billing 
independently. 

Several  of  the  limitations  listed  above  may  have  contributed  to  the  low 
mental  health  use  rates  under  the  experiment.    The  most  important  factor  may 
have  been  lack  of  beneficiary  awareness  of  the  experiment,  which  was  a 
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SUMMARY 

The  Colorado  Clinical  Psychology/Expanded  Mental  Health  Benefits 
Experiment,  sponsored  by  the  Health  Care  Financing  Administration  (HCFA), 
tested  two  alterations  in  the  Medicare  program:    (1)  decreasing  the  Medicare 
copayment  rate  for  outpatient  mental  health  services  from  50%  to  20%  with  a 
commensurate  increase  in  maximum  Medicare  reimbursement  from  $250  to  $400 
and  (2)  recognizing  clinical  psychologists  as  independent  practitioners 
rather  than  requiring  them  to  bill  through  a  supervising  physician.  The 
experiment  was  conducted  by  Blue  Cross/Blue  Shield  of  Colorado  from  October 
1976  to  December  1978.    The  Medicare  beneficiaries  irv  that  state  were 
randomly  assigned  to  four  different  groups,  each  having  a  different 
combination  of  the  two  variables:    coverage  and  practitioner  status.  Under 
contract  to  HCFA,  SRI  International  evaluated  the  experiment. 

The  evaluation  consisted  of  two  primary  components:    (1)  assessing  how 
successfully  the  operational  aspects  of  the  experiment  functioned  and  (2) 
determining  the  impact  of  the  experimental  changes  on  the  use,  dost,  and 
delivery  of  mental  health  and  medical  services  reimbursed  under  Medicare. 
The  operational  aspects  evaluated  were  the  processes  of  selecting 
psychologists  who  qualified  for  independent  practitioner  status, 
establishing  mechanisms  to  assure  the  quality  of  services  delivered  by  these 
psychologists,  selecting  the  mental  heaVth  services  that  would  be  covered 
under  the  experiment,  and  establishing  and  implementing  provider 
reimbursement  procedures.    To  deterimine  how  the  experiment  affected  the 
use,  cost,  and  delivery  of  services,  we  examined  several  measures:  the 
number  of  Medicare  recipients  using  mental  health  services,  the  intensity 
and  cost  of  mental  and  medical  service  use,  evidence  of  substitution  of 
mental  health  services  for  nonmental-heal th  medical  services,  provider 
billing  and  treatment  patterns,  evidence  of  substitution  of  outpatient 
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mental  health  services  for  inpatient  services,  and  the  distribution  of 
providers. 


With  regard  to  decreasing  the  Medicare  copayment  rate  from  50%  to  20%, 
we  found  that: 

..  There  appeared  to  be  no  administrative  barriers  to  implementing  this 
change. 

..  The  experiment  did  not  produce  any  significant  effects  on  the 
utilization  of  Medicare  reimbursed  services  as  a  result  of  this 
change. 

.    The  experiment  provided  no  evidence  of  the  substitution  of 

outpatient  for  inpatient  mental  health  care.    In  fact,  there  was  a 
positive  association  between  the  greater  use  of  inpatient  mental 
health  services  and  greater  use  of  outpatient  mental  health  services. 

.    The  experiment  did  not  produce  any  significant  effects  on  providers' 
treatment  patterns  or  their  geographical  distribution. 

.    The  net  effect  of  the  change  on  Medicare  costs  was  to  increase 
annual  costs  to  the  program  by  $.65  per  beneficiary  eligible  for 
Medicare.    The  cost  of  extending  this  change  nationally  was 
estimated  to  be  approximately  $18,000,000.    This  figure,  however,  is 
based  on  a  number  of  assumptions,  noted  in  footnote  #11  of  this 
Executive  Summary. 

1  With  regard  to  Medicare  recognizing  clinical  psychologists  as 
independent  practitioners,  we  found  that: 

.    There  appeared  to  be  few  or  no  administrative  barriers  in 
implementing  the  provider  selection,  covered  services,  and 
reimbursement  processes. 

.    The  peer  review  process  was  costly  (over  $40  per  claim  processed). 
Therefore  a  sampling  or  prescreening  approach  would  be  more 
appropriate  for  nationwide  implementation.    Prospective  review  of 
treatment  plans  was  called  for  by  the  experimental  design,  but  in 
fact  treatment  was  often  well  under  way  by  the  time  the  plans  were 
reviewed. 

.    The  net  effect  of  the  change  on  Medicare  costs  was  to  increase 
annual  costs  to  the  program  by  $.04  per  beneficiary  eligible  for 
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Medicare,  assuming  50%  coinsurance.    If  20%  coinsurance,  the  cost  is 
estimated  to  be  $.07  per  beneficiary.    The  cost  of  extending  this 
change  nationally  was  estimated  to  be  approximately  $2,000,000. 
This  estimate  should  be  viewed  as  conservative  because  of  the  low 
level  of  awareness  and  small  number  of  users  of  the  clinical 
psychology  benefit.    Additional  limitations  are  noted  on  pages  25  to 
27  of  this  volume.    In  addition,  this  estimate  is  based  on  a  number 
of  assumptions,,  noted  in  footnote  #11  of  this  Executive  Summary. 

This  report  also  provides  considerable  detail  on:    mental  health 
providers*  characteristics  and  attitudes;  Medicare  beneficiaries' 
characteristics  and  attitudes;  the  relationship  between  use  and  cost  of 
mental  and  medical  services  and  beneficiaries'  characteristics;  and  the 
relationship  between  the  delivery  of  mental  health  services  and  beneficiary 
and  provider  characteristics.    Some  of  the  more  interesting  findings  are: 

.    Less  than  4%  of  the  Medicare  population  were  users  of  mental  health 
services. 

.    Mental  health  service  users  consume  about  45%  more  nonmental-health 
medical  services.    Prior  mental  health  users'  medical  care  use 
patterns  more  closely  resemble  nonusers. 

.    Although  over  70%  of  the  beneficiaries  said  they  would  like  mental 
health  services  to  be  covered  in  the  same  manner  as  medical 
services,  less  than  30%  selected  it  from  a  list  of  services  they 
would  like  to  see  covered  more  intensively  and  only  about  3%  cited 
it  as  their  first  choice  of  the  Medicare  service  they  would  like  to 
see  Medicare  cover  more  intensively. 

.    The  largest  percentage  of  Medicare  beneficiaries  selected 

prescription  drugs  as  the  service  they  would  like  to  see  covered 
more  intensively;  over  70%  selected  it  from  a  list  and  about  25% 
cited  it  as  their  first  choice. 
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INTRODUCTION 

Medicare  expenditures  have  risen  dramatically  over  the  last  decade.  In 
1P70,  the  Medicare  program  paid  $7.1  billion  for  the  medical  care  services 
of  its  beneficiaries.    In  1979,  program  expenditures  had  risen  to  $29.3 
billion,  an  increase  of  313%  in  nominal  terms  and  107%  in  constant 
dollars  J    During  this  same  period,  the  proportion  of  total  personal 
health  care  expenditures  in  the  United  States  that  were  paid  by  Medicare 
rose  from  11%  to  16%. 2   While  part  of  these  increases  are  attributable  to 
growth  in  Medicare  enrollment  (from  20  million  in  1970  to  28  million  in 
1979^),  increases  both  in  the  utilization  of  medical  care  services  and  the 
intensity  of  services  delivered  have  also  contributed  significantly  to  the 
increase  in  Medicare  expenditures. 

The  problem  of  increased  medical  care  expenditures  is  of  critical 
importance  because  it  may  preclude  further  improvements  in  the  financing  of 
health.    Despite  many  improvements  in  recent  years,  several  pressing  issues 
concerning  the  delivery  of  high  quality  care  remain:    increasing  the 
sensitivity  or  personal  nature  of  health  care  services,  equalizing  the 
geographic  distribution  of  providers,  improving  public  health  and  the 
environment,  seeking  prevention  for  chronic  illnesses  such  as  cancer  and 
heart  disease,  promoting  the  quality. of  life  for  people  living  in 
institutions,  and  providing  for  mental  as  well  as  physical  well-being. 

With  regard  to  this  last  issue,  the  aged  population  (65  and  older)  is 
in  special  need  of  better  access  to  mental  health  care.    It  has  been 
estimated  that  one-fourth  of  aged  individuals  have  serious  mental  health 
problems;  this  percentage  is  much  higher  than  that  of  other  age  groups,  yet 
the  aged  receive  mental  health  care  less  frequently.4   During  1975,  aged 
individuals  received  less  than  4%  of  the  outpatient  psychiatric  services  in 
the  United  States,  even  though  they  constituted  10%  of  the  population.^ 

From  a  public  policy  standpoint,  it  can  be  strongly  argued  that  efforts 
should  be  made  to  increase  access  to  mental  health  services  among  the 
Medicare  population.    Obviously,  increasing  access  in  this  way  also  will 
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increase  program  costs.    To  a  large  degree,  implementation  of  such  a  change 
in  the  program  will  depend  on  an  evaluation  of  its  effectiveness  balanced 
against  its  need.    Thus,  in  these  times  of  rising  costs,  it  is  essential 
that  policymakers  study  the  impact  of  modifications  in  public  programs 
before  these  changes  are  implemented. 

The  Colorado  Clinical  Psychology /Expanded  Mental  Health  Benefits 
Experiment  tested  the  effects  of  increasing  access  to  mental  health  care 
among  the  Medicare  population  in  two  ways:    by  decreasing  the  copayment  on 
mental  health  services  and  by  expanding  the  range  of  Medicare  providers  to 
include  clinical  psychologists.    Both  of  these  issues  have  been  of 
considerable  legislative  interest  since  the  1967  Social  Security 
Amendments.    Because  Medicare  reimburses  80%  of  Part  B  outpatient  mental 
health  services  compared  to  100%  of  Part  B  inpatient  mental  health  services, 
it  has  been  argued  that  more  expensive  inpatient  services  are  being 
substituted  for  less  expensive  outpatient  services  because  they  are  less 
costly  to  Medicare  beneficiaries.    The  net  result  is  thus  poorer  access  to 
services  and  a  higher  cost  to  the  Medicare  program. 

It  has  also  been  argued  that  other  health  professionals  besides 
physicians  (e.g.,  psychologists,  optometrists,  social  workers)  should  be 
included  as  independent  mental  health  practitioners  under  public  programs. 
Proponents  have  argued  that  the  inclusion  of  additional  professions  would 
increase  the  access  of  beneficiaries  to  needed  care  and  simultaneously 
increase  competition  among  mental  health  providers.    Added  competition  could 
tend  to  reduce  costs  both  because  supply  would  increase  and  because 
nonphysician  providers  would  tend  to  be  reimbursed  at  lower  rates.    In  1978, 
for  example,  Colorado  had  337  licensed  psychologists,  compared  to  473 
psychiatrists.    Nationwide,  less  than  17,000  psychologists  were  licensed  or 
certified  compared  to  29,000  psychiatrists.6 

The  1967  Social  Security  Amendments  required  a  study  of  the  feasibility 
of  including  several  types  of  nonphysician  health  professionals  as 
independent  practitioners  under  Medicare.    The  resulting  report  did  not 
support  inclusion  of  any  nonphysician  professionals.^   However,  the  1972 
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Social  Security  Amendments  specifically  authorized  experiments  and 
demonstration  projects  aimed  at  determining  whether  clinical  psychology 
services  could  be  made  more  available  to  public  program  participants  without 
having  a  detrimental  impact  on  quality  or  program  administration.  This 
project  was  conducted  under  that  authorization. 

The  final  report  of  this  project  consists  of  five  volumes,  in  addition 
to  this  Executive  Summary: 

.    Volume  I:        Description  of  the  Experiment 
.    Volume  II:      Process  Evaluation 
.    Volume  III:     Provider  Questionnaire 
.    Volume  IV:      Beneficiary  Survey 

.    Volume  V:        Impact  of  the  Experiment  on  Use,  Cost,  and  Delivery 
of  Medicare  Services 

Volume  I  describes  the  experiment  and  the  evaluation,  reviews  previous 
research  on  the  experimental  issues,  and  identifies  the  data  sources  for  the 
evaluation.    Volume  II  focuses  on  four  processes  intrinsic  to  the  analysis 
of  direct  reimbursement  to  psychologists:    setting  qualifications  for  those 
allowed  to  practice  autonomously,  monitoring  their  services,  developing 
definitions  of  services  to  be  covered,  and  developing  reimbursement  levels. 
Volume  III  presents  data  from  the  survey  questionnaire  that  was  mailed  in 
January  1978  to  psychologists  and  psychiatrists  practicing  in  Colorado. 
Volume  IV  presents  data  from  the  survey  of  Medicare  beneficiaries  conducted 
in  Colorado  early  in  1979.    Volume  V  evaluates  the  effect  of  the  experiment 
on  the  use,  cost,  and  delivery  of  medical  and  mental  health  services. 


In  the  following  sections,  we  follow  the  same  order  as  the  five  volumes 
that  make  up  the  final  report.    We  first  discuss  the  design  of  the 
experiment  and  the  evaluation,  and  then  summarize  the  findings  from  the 
process  evaluations,  the  provider  questionnaire,  the  beneficiary  survey,  and 
the  use,  cost,  and  delivery  analysis. 
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DESCRIPTION  OF  THE  EXPERIMENT  AND  THE  EVALUATION 

Description  of  the  Experiment 

The  Colorado. Clinical  Psychology /Expanded  Mental  Health  Benefits 
Experiment,  funded  by  the  Health  Care  Financing  Administration  (HCFA), 
tested  two  alterations  in  the  Medicare  program.    First,  it  increased  (from 
50%  to  80%)  the  Medicare  share  of  allowable  charges  for  mental  health 
services  that  Medicare  would  reimburse,  and  thereby  raised  the  annual  limit 
of  reimbursement  from  $250  to  $400.    Second,  it  allowed  clinical 
psychologists  to  be  reimbursed  directly  for  providing  mental  health  services 
instead  of  requiring  that  they  be  reimbursed  through  a  supervising 
physician.    The  primary  purpose  of  the  experiment  was  to  determine  the 
effect  of  these  changes  on  the  use,  cost,  and  delivery  of  health  care 
services  under  the  Medicare  program. 

The  current  effective  limit  on  mental  health  treatment  under  Part  B  of 
Medicare  (also  called  Supplementary  Medical  Insurance  or  SMI)  is  $250,  or 
50%  of  the  reasonable  charges  up  to  a  $500  maximum  in  a  calendar  year, 
whichever  is  less.®  Furthermore,  clinical  psychologists'  services  for 
diagnostic  testing  are  currently  covered  by  Medicare  only  if  they  are 
ordered  by  a  physician  and  their  therapeutic  services  are  covered  only  if 
they  are  provided  "incident  to"  a  physician's  professional  services; 
therapeutic  services  are  still  subject  to  the  $500  annual  maximum  for  mental 
health  services.    Consequently,  under  current  Medicare  regulations,  the 
physician,  rather  than  the  clinical  psychologist,  bills  for  therapeutic 
services  provided  by  the  psychologist.    For  diagnostic  services, 
psychologists  can  bill  the  program  directly  only  for  services  ordered  by  a 
physician. 

Under  the  experiment,  Medicare  beneficiaries  in  the  state  of  Colorado 
were  randomly  assigned  to  one  of  four  control  or  experimental  groups  based 
on  random  digits  8  and  9  of  their  Health  Insurance  Claim  (HIC)  number. 
One-fourth  of  all  the  beneficiaries  had  regular  Medicare  mental  health 
benefits;  one-fourth  had  the  experimental  beriefit  of  20%  coinsurance  on 
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outpatient  mental  health  benefits  but  the  regular  psychologist  coverage; 
one-fourth  had  the  regular  50%  coinsurance  on  outpatient  mental  health 
benefits  but  independent  psychologist  coverage;  and  the  remaining  one-fourth 
had  both  experimental  coverages.    Letters  explaining  the  assignment  of 
beneficiaries  to  their  experimental  groups  were  mailed  at  the  beginning  of 
the  experiment.    On  a  quarterly  basis, letters  about  the  experiment  and  group 
assignment  were  sent  to  beneficiaries  who  enrolled  in  Medicare  during  that 
period  of  the  experiment. 

Description  of  the  Evaluation 

In  this  evaluation,  we  focus  on  two  broad  issues.    First,  we  examine 
the  processes  inherent  in  the  administration  of  the  experiment.    As  noted 
earlier,  these  include  setting  qualifications  for  psychologists  who  were 
given  independent  practitioner  status  under  Medicare,  monitoring  the 
services  they  were  delivered,  developing  definitions  of  services  that  were 
covered,  and  developing  and  implementing  provider  reimbursement  under  the 
experiment.    These  process  issues  are  evaluated  in  Volume  II.    The  second 
broad  issue  we  examine  is  how  the  experimental  changes  (lowering  the 
coinsurance  rate  and  providing  independent  practitioner  status  to  clinical 
psychologists)  affected  the  use,  cost,  and  delivery  of  mental  health  and 
medical  services  under  Medicare.    These  issues  are  evaluated  in  Volumes  III, 
IV,  and  V. 

To  conduct  the  evaluation,  we  collected  data  from  a  number  of  different 
sources:    Part  A  claims  files,  Part  B  history  files,  and  provider  files; 
supplementary  insurance  eligibility  files  from  the  state's  Medicare  carrier 
(Blue  Cross/Blue  Shield  of  Colorado);  duplications  of  Blue  Cross/Blue  Shield 
of  Colorado's  hard  copy  claims  for  mental  health  services  received  during 
the  experiment;  Colorado  Medicaid  eligibility  tapes;  HCFA  Medicare 
eligibility  tapes;  records  of  Colorado's  Clinical  Psychology  Selection  Panel 
and  Peer  Review  Committee;  the  Provider  Questionnaire;  and  the  Beneficiary 
Survey. 
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Several  design  and  evaluation  problems  limited  certain  parts  of  the 
evaluation.    These  limitations  are  described  below  and  are  discussed  further 
within  the  pertinent  volumes. 

PROCESS  EVALUATION 

Of  particular  interest  in  this  evaluation  is  the  qualitative  issue  of 
how  well  the  operational  aspects  of  the  experimental  program  functioned. 
Certain  procedures— provider  selection,  peer  review,  definition  of  services 
to  be  covered,  and  the  method  of  reimbursement— are  intrinsic  to  the 
functioning  of  Medicare.    It  is  imperative  that  these  processes  be  handled 
in  an  equitable  and  efficient  manner  for  any  proposed  change  to  be 
integrated  into  the  system. 

The  process  issues  can  be  summarized  as  follows: 

.    Can  a  consensus  definition  be  formulated  of  the  psychologist  who  is 
qualified  to  independently  provide  mental  health  services? 

.    Can  mechanisms  to  assure  quality  service  be  developed  and  operated 
by  psychology  practitioners  and  their  peers? 

.    Can  criteria  be  established  that  clearly  distinguish  between 
services  that  should  and  should  not  be  covered? 

.    Can  rates  be  set  and  monitored  efficiently  and  in  a  manner  that 
corresponds  to  those  established  for  other  health  professionals? 

Before  we  discuss  these  processes,  it  should  be  noted  that  two  major 
limitations  to  the  experiment  may  have  had  an  impact  on  the  peer  review  and 
the  reimbursement  processes.    One  of  these  limitations  was  that  of  random 
assignment.    Because  the  experiment  randomly  assigned  beneficiaries  to  one 
of  four  groups,  often  members  of  the  same  family  or  two  clients  of  the  same 
provider  had  different  coverages;  this  may  have  been  confusing  both  to 
beneficiaries  and  to  providers.    This  also  affected  the  peer  review  and 
reimbursement  processes;  for  example,  in  several  cases  Medicare  claims  were 
submitted  for  review  and  reimbursement  for  beneficiaries  who  were  not 
eligible  for  clinical  psychologist  benefits.    The  other  important  limitation 
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was  that  use  rates  by  beneficiaries  of  clinical  psychologists'  services  were 
very  low.    This  may  have  affected  peer  review  in  that  the  paucity  of  claims 
could  have  hindered  the  creation  of  review  standards.    The  low  use  rate  also 
affected  reimbursement;  Blue  Cross/Blue  Shield  of  Colorado,  the  state's 
Medicare  carrier,  was  unable  to  use  its  normal  reimbursement  methodology 
until  the  last  year  of  the  experiment,  because  of  the  small  numbers  of 
claims  for  clinical  psychologist's  services. 

Provider  Selection 

The  first  process  issue--the  ability  to  establish  criteria  and 
administer  them  in  screening  for  practitioners  qualified  to  work 
autonomously — was  tested  with  the  administrative  cooperation  of  the  Colorado 
Department  of  Health  (CDH).    The  CDH  helped  to  choose  and  then  convened  a 
panel  of  psychologists  to  review  the  qualifications  of  those  psychologists 
applying  to  practice  as  independent  providers  in  the  experiment.  The 
provider  selection  process,  in  general,  was  carried  out  efficiently  and 
equitably.    The  CDH  successfully  coordinated  the  selection  of  members  to  the 
Proficiency  Review  Panel.    The  panel,  with  the  assistance  of  staff  members 
from  CDH,  appeared  to  make  thoughtful  and  equitable  decisions  regarding 
provider  eligibility  for  the  experiment.    Furthermore,  the  panel  recommended 
alterations  in  the  selection  criteria  and  devised  a  streamlined  method  of 
evaluating  candidates,  both  of  which  may  be  extremely  useful  in  implementing 
future  provider  qualification  efforts. 

Peer  Review 

To  respond  to  the  second  issue — monitoring  the  appropriateness  and 
quality  of  service  provided — a  peer  review  committee  was  set  up  with  the 
cooperation  of  the  Colorado  Psychological  Association  (CPA).    It  operated  on 
a  subcontract  with  Blue  Cross/Blue  Shield  of  Colorado.    This  system  was 
intended  to  review  service  plans  in  advance  of  most  of  the  actual 
treatment.    Formation  of  a  Peer  Review  Committee,  however,  was  marred  from 
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the  beginning  by  disagreements  between  Colorado  psychologists  and 
psychiatrists  regarding  who  would  make  final  judgments  in  the  review 
process.    This  disagreement  kept  the  review  committee  from  being  integrated 
into  the  Colorado  Foundation  for  Medical  Care,  the  local  PSRO  organization. 
As  an  alternative,  the  CPA's  Professional  Standards  Review  Committee 
established  a  Peer  Review  Committee,  which  provided  the  necessary  review 
activities  under  subcontract  with  Blue  Cross/Blue  Shield  of  Colorado. 

The  committee's  effectiveness  was  further  hindered  by  the  definition  of 
its  working  relationship  with  Blue  Cross/Blue  Shield  of  Colorado.  Blue 
Cross/Blue  Shield  provided  office  space  and  secretarial  support  but  no 
effort  was  made  to  include  them  as  part  of  the  Peer  Review  Committee.  Early 
meetings  of  the  committee  were  disorganized  in  part  because  they  could  not 
interpret  the  computer  printouts  of  paid  claims;  eventually  they  became  more 
organized  and  were  able  to  carry  out  their  review  functions  effectively. 
However,  they  did  not  provide  prospective  review  as  called  for  in  the 
original  experiment  design.    Operationally,  by  the  time  the  peer  review  form 
was  evaluated,  treatment  was  often  well  under  way.    The  peer  review  system 
reviewed  every  claim  submitted  by  clinical  psychologists  under  the 
experiment.    This  system  was  quite  expensive— averaging  over  $41  per 
claim— and  obviously  would  not  be  an  effective  method  of  handling  peer 
review  on  a  national  level. 

Covered  Services 

To  address  the  third  issue,  guidelines  for  services  to  be  covered  were 
drawn  up  at  the  beginning  of  the  experiment  through  the  collaboration  of  the 
Social  Security  Administration  (SSA),  the  project  consultants,  the  carrier, 
and  the  Peer  Review  Committee.    The  process,  however,  often  was  not  very 
smooth,  because  different  groups  sometimes  objected  to  the  decisions  made  by 
SSA.    Most  notably,  the  consultants  strongly  disagreed  with  SSA's  decision 
to  exclude  biofeedback  coverage  from  the  experiment.    SSA  felt  that 
biofeedback  should  not  be  covered  because  the  procedure  was  not  reimbursed 
under  Medicare  when  provided  by  physicians.    This  exclusion  of  biofeedback 
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was  made  because  the  government  felt  its  worth  was  not  sufficiently 
documented.    Another  issue  concerned  case-by-case  review,  rather  than 
list-defined  review  of  services,  tests,  and  diagnoses.    Many  of  the 
professional  groups  argued  that  case-by-case  review  was  most  appropriate; 
however,  list-defined  review  was  judged  to  be  appropriate  by  SSA  because  it 
was  more  consistant  with  the  procedures  necessary  in  managing  large-scale 
payment  systems. 

Reimbursement 

With  respect  to  the  fourth  issue,  reimbursement  rates  for  the  services 
of  psychologists  were  set  up  in  accordance  with  usual  Blue  Cross/Blue  Shield 
practice  for  new  providers.    Rates  were  developed  from  the  median  charge  for 
1  hour  of  psychotherapy  by  psychiatrists  in  Colorado.    Reimbursement  for 
other  services  was  based  on  their  relationship,  using  a  relative  value 
scale,  to  1  hour  of  psychotherapy.    Initial  reimbursement  levels  for 
clinical  psychologists  were  developed  and  implemented  by  the  carrier  with 
minor  administrative  difficulties.    However,  regular  Medicare  calculation  of 
prevailing  charges  was  not  utilized  until  FY  1979,  near  the  end  of  the 
experiment.    This  was  because  of  a  paucity  of  patient  claims,  which  are  the 
basis  of  Medicare  reimbursement  levels.    When  prevailing  charge  procedures 
could  finally  be  used,  they  were  implemented  successfully  by  the  carrier. 

The  reimbursement  levels  developed  for  clinical  psychologists  appeared 
to  be  equitable,  because  they  were  comparable  to  those  of  Colorado 
psychiatrists  for  the  same  procedures.    The  reimbursement  scheme,  however, 
lacked  incentives  for  provision  of  lower-cost  and  group  services.    Based  on 
the  small  number  of  claims  processed,  psychologists  used  longer  therapy 
sessions  than  did  other  providers;  and,  unlike  the  others,  psychologists  did 
not  provide  group  therapy  or  group  assessment  sessions. 
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PROVIDER  QUESTIONNAIRE 

A  questionnaire  was  designed  to  determine  the  nature  of  mental  health 
practice  in  Colorado,  as  well  as  to  get  mental  health  providers'  views  on 
the  experiment.    The  provider  questionnaire  was  mailed  to  the  337 
psychologists  and  473  psychiatrists  living  and  working  in  the  state  in 
January  1978  and  a  follow-up  mailing  was  done  in  February  1978.  Response 
rates,  excluding  undel iverables,  were  58%  for  psychiatrists  and  76%  for 
psychologists. 

Description  of  the  Questionnaire 

Both  the  psychologist  and  psychiatrist  questionnaires  included 
questions  on  the  following:    practice  type  and  setting;  number  of  Medicare 
patients  seen;  hourly  rates;  services  provided;  policy  on  consultation  with 
physicians;  referral  sources;  Medicare  beneficiaries'  insurance  and 
out-of-pocket  expense;  provider's  knowledge  of  the  experiment;  demographic 
information  on  work  location,  birthdate,  sex,  degree,  specialty, 
certification,  and  years  in  practice;  and  opinions  about  mental  health 
services  Medicare  should  provide,  other  nonphysicians  who  should  be 
independent  practitioners  under  Medicare,  and  peer  review.    In  addition,  the 
psychiatrist  questionnaire  included  questions  on  the  number  of  psychologists 
they  employed;  the  psychologist  questionnaire  included  additional  questions 
on  participation  in  the  experiment  and  opinions  about  the  requirements  for 
clinical  psychologist  certification. 

Questionnaire  Results 

Results  from  the  provider  questionnaire  indicate  that  only  a  little 
over  one-fourth  of  the  psychiatrists  were  aware  of  the  experiment,  while 
almost  all  (95%)  of  the  psychologists  knew  of  it.    The  characteristics  of, 
and  opinions  expressed  by,  respondents  are  discussed  briefly  below. 
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Characteristics  of  the  Respondents  and  Their  Practices 

Data  on  characteristics  of  the  respondents  indicate  the  psychologists 
were  a  younger,  less-experienced  group  with  a  larger  percentage  of  females 
and  a  slightly  more  even  distribution  geographically  within  the  state.  The 
majority  of  both  psychologists  (85%)  and  psychiatrists  (96%)  who  responded 
were  involved  in  direct  care  of  mental  health  patients.  Psychologists 
worked  fewer  hours  in  private  practice  than  psychiatrists,  spent  about  the 
same  amount  of  time  per  client,  and  charged  lower  rates  per  hour.    In  their 
private  practice,  psychiatrists  saw  an  average  of  26  patients,  working  33 
hours  in  their  most  recent  complete  work  week.    Psychologists  in  their 
private  practice  saw  14  patients  in  17  hours.    The  average  hourly  rates  for 
1  hour  of  psychotherapy  were  significantly  higher  for  psychiatrists  ($49.94 
versus  $37.94  for  psychologists).    Psychologists  spent  more  time  in  salaried 
settings,  and  saw  patients  at  a  slightly  slower  rate  than  did  psychiatrists 
in  salaried  settings.    Working  in  these  settings,  psychiatrists  treated  an 
average  of  21  patients  in  21  hours;  psychologists  treated  14  patients  in  16 
hours. 

The  number  of  "incident  to"  relationships  between  psychologists  and 
psychiatrists  was  very  small,  with  only  14%  of  the  psychiatrists  indicating 
they  employed  psychologists.    The  average  number  employed  by  these  24 
psychiatrists  was  1.3  psychologists.    However,  "incident  to"  relationships 
also  are  possible  between  psychologists  and  nonpsychiatrist  physicians.  We 
have  no  data  an  the  extent  of  these  other  possible  "incident  to" 
relationships. 

With  respect  to  Medicare  coverage  of  specific  services,  over 
four-fifths  of  both  psychiatrists  and  psychologists  felt  that  all  of  the 
mental  health  services  listed  in  the  questionnaires  (i.e.,  psychotherapy, 
group  therapy,  testing,  in-patient  care,  consultation)  should  be  covered  by 
Medicare.    Both  groups  seem  especially  supportive  of  Medicare  coverage  for 
those  services  that  they  tended  to  provide. 
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The  most  frequent  referral  sources  of  non-Medicare  patients  for  both 
psychiatrists  and  psychologists  were  nonpsychiatric  physicians  and 
self- referrals.    Other  patients  and,  to  a  lesser  extent,  courts,  social 
services,  and  lawyers  were  added  by  many  respondents  in  the  open-ended 
section  of  the  questionnaire  as  frequent  referral  sources  not  included  in 
the  questionnaire.    For  Medicare  patients,  the  pattern  was  slightly 
different,  with  both  psychiatrists  and  psychologists  ranking  self-referral s 
much  lower  and  adding  other  patients  as  a  referral  source  less  frequently  in 
the  open-ended  section  of  the  question. 

With  respect  to  medical  consultations  with  mental  patients'  physicians, 
psychologists  more  frequently  sought  consultations  than  psychiatrists.  Half 
of  the  psychologists,  compared  with  45%  of  the  psychiatrists  in  salaried 
settings,  said  they  referred  more  than  one-tenth  of  their  patients  for  a 
medical  consultation.    In  private  practice,  45%  of  the  psychologists, 
compared  with  27%  of  the  psychiatrists,  said  they  referred  more  than 
one-tenth  of  their  patients  for  a  medical  consultation. 

Opinions  of  the  Respondents 

The  question  of  whether  psychologists  should  seek  consultation  with  a 
physician  for  every  Medicare  patient  was  answered  very  differently  by  the 
two  groups.    Only  5%  of  the  psychologists,  compared  with  64%  of  the 
psychiatrists,  thought  that  consultation  should  be  mandatory  for  every 
Medicare  patient  seen  by  a  psychologist.    However,  55%  of  the  psychologists 
believed  that  consultation  should  be  mandatory  for  patients  with  certain 
problems.    When  asked  to  list  these  conditions,  they  most  frequently 
mentioned  psychosis,  organic  brain  syndrome,  neurological  impairment,  and 
conditions  requiring  medication. 

Over  one-fifth  of  both  groups  responded  they  did  not  know  whether  their 
Medicare  clients  had  exceeded  the  Medicare  benefit  and  whether  their 
Medicare  clients  had  additional  insurance  that  covered  mental  health 
services.    Overall,  only  a  small  proportion  of  both  groups  (8%  of  the 
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psychologists  and  24%  of  the  psychiatrists),  perceived  that  more  than 
one-fourth  of  their  Medicare  clients  exceeded  their  mental  health  Medicare 
benefit.    Of  those  clients  exceeding  the  benefit,  the  majority  of  both 
groups  (79%  of  the  psychologists  and  67%  of  the  psychiatrists),  said  less 
than  one-fourth  remained  in  therapy.    Only  a  small  number  of  psychologists 
(23%),  and  psychiatrists  (31%),  said  that  more  than  one-fourth  of  their 
clients  had  health  insurance  in  addition  to  Medicare  to  cover  mental  health 
services. 

Less  than  half  (44%)  of  the  psychiatrists  but  almost  all  (99%)  of  the 
psychologists  felt  that  psychologists  should  be  recognized  as  independent 
practitioners  under  Medicare.    Joint  peer  review  for  both  psychiatrists  and 
psychologists  was  endorsed  by  63%  of  the  psychologists  and  50%  of  the 
psychiatrists.    With  respect  to  the  acceptability  of  other  nonphysician 
health  professionals  being  given  independent  practitioner  status, 
psychologists  tended  to  be  more  favorable  on  this  issue  than  psychiatrists, 
although  their  absolute  rates  of  approval  were  not  large.    Only  optometrists 
(60%),  speech  pathologists  (57%),  and  social  workers  (57%)  had  over  50% 
rates  of  approval  by  clinical  psychologists  for  independent  practitioner 
status. 


BENEFICIARY  SURVEY 

Description  of  the  Survey 

The  survey  of  Medicare  beneficiaries  was  designed  to  address  several 
important  issues  raised  as  part  of  the  experiment.    First,  we  wanted  to 
gauge  the  extent  of  beneficiary  knowledge  of  the  experiment.    Second,  we 
hoped  to  gain  insight  into  beneficiaries'  attitudes  toward  and  knowledge  of 
mental  health  services  and  providers,  and  to  assess  their  interest  in 
additional  Medicare  coverage  for  these  treatments.    Third,  we  were 
interested  in  obtaining  additional  data  unavailable  from  other  sources  to 
analyze  their  impact  on  use  and  cost.    These  data  included:    extent  of 
insurance  coverage  in  addition  to  Medicare,  social  structure  and  community 
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integration  variables,  perceived  health  status,  access  to  and  attitudes 
about  care,  and  expenditure  and  satisfaction  data. 

The  survey  consisted  of  807  interviews  of  Medicare  beneficiaries' 
sampled  from  four  groups.    These  four  groups  were:    (1)  those  eligible  for 
Medicare  because  of  age!  who  did  not  use  mental  health  services;  (2)  those 
eligible  for  Medicare  because  of  disability  at  time  of  initial  enrollment 
who  did  not  use  mental  health  services;  (3)  those  eligible  for  Medicare 
because  of  age  who  did  use  mental  health  services;  and  (4)  those  eligible 
for  Medicare  because  of  disability  at  time  of  initial  enrollment  who  did  use 
mental  health  services. 

The  samples  were  selected  so  that  the  final  distribution  of  completed 
interviews  would  be  approximately  35%  aged  nonusers  of  mental  health 
services,  15%  disabled  nonusers  of  mental  health  services,  35%  aged  mental 
health  service  users,  and  15%  disabled  mental  health  service  users.    As  far 
as  the  overall  Medicare  program  is  concerned,  90%  of  the  beneficiaries  are 
in  the  first  group  (aged  not  using  mental  health  services).    Only  8%  are  in 
Group  2  (disabled  not  using  mental  health  services)  and  less  than  2%  of  the 
program  beneficiaries  fall  into  either  group  of  mental  health  users.  Thus, 
Group  1  essentially  represents  the  Medicare  population,  and  in  the 
discussion  that  follows,  we  will  refer  to  the  answers  of  this  group,  unless 
otherwise  noted.    There  were,  however,  several  differences  between  the 
answers  given  by  this  group  and  the  other  three.    These  comparisons  between 
groups  are  discussed  later  in  this  section  and  in  detail  in  Volume  IV, 
Chapter  III. 

Results  of  the  Survey 

Beneficary  Knowledge  of  the  Experiment 

The  main  question  of  interest  in  the  survey  was  related  to  knowledge  of 
the  Colorado  Clinical  Psychol ogy /Expanded  Mental  Health  Benefits 
Experiment.   Only  8%  of  all  respondents  (61)  indicated  that  they  knew  about 
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the  experiment..   When  probed,  only  ten  respondents  could  demonstrate  even 
vague  knowledge  of  the  experiment.    Of  these,  six  had  vague  knowledge,  with 
inaccurate  details,  and  four  had  accurate  but  incomplete  knowledge.    No  one 
demonstrated  complete  knowledge  of  the  experiment.    The  other  51  respondents 
who  said  they  knew  of  the  experiment  either  did  not  answer  the  question  or 
what  they  said  was  completely  wrong.    Thus,  it  is  clear  that  very  few 
beneficiaries  had  any  knowledge  at  all  that  the  experiment  was  being 
conducted. 

Selected  Findings:    Aged  Not  Using  Mental  Health  Services 

When  beneficiaries  were  asked  directly  about  whether  they  wanted 
Medicare  to  cover  mental  health  services  the  same  as  it  did  other  services, 
a  large  majority,  71%,  responded  favorably.    However,  when  they  were  given  a 
list  of  services  not  covered  fully  by  Medicare  and  asked  to  choose  which 
should  be  covered  more  fully,  only  about  one-fourth  picked  mental  health 
services.    When  they  were  restricted  to  selecting  one  service  on  the  list, 
only  2%  selected  more  complete  mental  health  coverage. 

When  probed  for  names  of  mental  health  provider  types,  less  than  half 
named  psychiatrists;  only  about  one-tenth  named  psychologists  and 
one-twentieth,  psychiatric  social  workers.    When  asked  from  whom  they  would 
first  seek  treatment  if  they  had  an  emotional  problem,  the  majority 
indicated  that  their  first  preference  was  a. physician,  followed  by  clergy, 
and  then  friends.    Only  about  one-fourth  mentioned  a  specifically  named 
mental  health  professional. 

To  determine  their  overall  attitude  toward  mental  health  treatment 
delivered  by  psychiatrists  and  psychologists,  beneficiaries  were  asked  if 
they  felt  that  this  treatment  worked.    Fewer  than  half  said  it  almost  always 
or  usually  benefits  the  client  and  over  one-third  felt  that  it  almost  never 
helps  the  client. 
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Beneficiaries  also  were  asked  questions  about  their  own  health  status; 
their  attitudes  toward  availability  of  care  and  aging;  their  perceptions  of 
providers'  attitudes  toward  the  aged;  their  use  of  supplemental  insurance; 
and  their  general  satisfaction  with  the  health  care  they  receive.  The 
responses  of  the  aged  who  did  not  use  mental  health  services  include  the 
following  key  findings. 

Health  Status 

Most  of  the  aged  group  considered  themselves  to  be  in  good  health, 
with  only  14%  saying  their  health  was  poor,  only  12%  feeling  it  was  worse 
than  others  of  their  age,  and  only  16%  spending  more  than  1  week  in  bed  per 
year.    Ninety-six  percent  of  the  aged  said  they  had  a  regular  source  of 
care,  and  92%  could  name  a  particular  doctor  as  their  regular  source. 

Attitudes 

With  respect  to  their  attitudes,  there  was  general  agreement  (87%) 
with  the  statement  "all  people  have  the  right  to  good  medical  care  whether 
they  can  pay  for  it  or  not."    However,  when  asked  if  they  agree  that 
government  should  provide  insurance  that  pays  doctor  and  hospital  bills  for 
everyone,  only  39%  agreed.    Most  of  the  group  was  optimistic  about  aging. 
Sixty-eight  percent  said  most  people  can  expect  to  feel  pretty  good  when 
they  are  75.    However,  69%  felt  older  people  have  to  expect  a  lot  of  aches 
and  pains.    With  respect  to  their  attitude  toward  doctors,  67%  felt  doctors 
gave  people  as  much  time  and  attention  as  they  needed  whether  they  are  paid 
or  not,  while  56%  felt  that  a  person  understands  his/her  own  health  better 
than  most  doctors.    Only  21%  felt  doctors  like  to  take  care  of  younger 
people  more  than  older  people. 
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Supplemental  Insurance 

The  majority,  65%,  reported  ownership  of  insurance  in  addition  to 
Medicare  coverage.    Twenty  percent  had  Medicaid  coverage  and  15%  no  other 
insurance.    Of  those  having  private  policies,  43%  were  Blue  Cross/Blue 
Shield,  6%  were  accident  only  plans,  5%  paid  only  for  rare  illnesses,  23% 
were  indemnity  plans,  and  52%  were  major  medical  policies.    Mean  reported 
medical  expenditures  fell  into  the  $500-$999  range  with  median  out-of-pocket 
expenditures  in  the  $100-$499  range;  however,  other  data  sources  indicate 
our  expenditure  data  may  be  underreported  (Volume  IV). 

Satisfaction 

When  respondents  were  asked  about  their  satisfaction  with  specific 
elements  of  the  medical  care  received,  they  were,  generally  speaking,  a 
satisfied  group.    Only  3%  were  unsatisfied  with  the  courtesy  and 
consideration  shown  by  doctors,  7%  with  the  overall  quality,  and  10%  with 
the  information  given  about  what  was  wrong.    In  addition,  only  9%  were 
unsatisfied  with  the  concern  of  doctors  with  their  overall  health  and  8% 
with  the  information  given  about  what  they  should  do  at  home  to  treat  the 
illness.    Eleven  percent  were  unsatisfied  with  the  ease  and  convenience  of 
getting  to  the  doctor,  and  16%  were  unhappy  with  the  waiting  time  in  the 
office.    The  lack  of  availability  of  care  on  nights  and  weekends  was 
unsatisfactory  for  9%,  with  35%  giving  no  opinion.    The  largest  percentage 
of  dissatisfaction  was  expressed  about  the  cost  of  medical  care  (24%). 

Selected  Findings:    Comparison  of  the  Four  Sample  Groups 

Although  the  previous  discussion  has  primarily  dealt  with  responses  of 
the  aged  who  did  not  use  mental  health  services  (over  90%  of  the  Colorado 
Medicare  population),  some  interesting  patterns  emerged  when  we  compared 
responses  among  all  four  survey  groups.    Some  of  these  findings  are: 
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The  aged  had  a  much  more  positive  evaluation  of  their  own  health 
than  did  the  disabled,  and  those  who  did  not  use  mental  health 
services  had  a  somewhat  more  positive  evaluation  than  did  users  of 
mental  health  services. 

Access  to  care  seemed  to  be  relatively  good  in  each  of  the  four 
interview  groups.    Over  90%  of  each  group  claimed  to  have  a 
regular  source  of  medical  care,  almost  all  beneficiaries  had 
appointments,  few  had  to  wait  more  than  a  week  to  obtain  an 
appointment,  and  average  waiting  time  in  the  physician's  office 
did  not  exceed  a  half  hour  for  more  than  two-thirds  of  the 
beneficiaries. 

The  aged  tended  to  have  insurance  coverage  supplementary  to 
Medicare  more  often  than  the  disabled,  and  users  of  mental  health 
services  were  eligible  for  Medicaid  much  more  often  than  the 
nonusers. 

Self-reported  total  health  care  expenditures  by  the  disabled  were 
much  higher  than  those  by  the  aged,  and  expenditures  by  users  of 
mental  health  services  were  much  higher  than  those  by  nonusers. 

In  general,  beneficiaries  in  all  four  interview  groups  were 
satisfied  with  the  care  they  received.    However,  disabled  mental 
health  service  users  were  somewhat  less  satisfied  than  those  in 
the  other  three  groups. 

Additional  Analysis 

SRI  program  development  funds  supported  further  analyses  to  examine  the 
demand  for  Medicare  services,  the  modal  choice  of  Medicare  supplemental 
insurance,  and  the  determinants  of  beneficiary  satisfaction  with  medical 
care.    To  examine  these  issues,  we  used  a  data  base  containing  the 
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beneficiary  survey  information  linked  with  Medicare  utilization  and 
eligibility  data.    Multivariate  analysis,  specifically  ordinary  least 
squares  and  logit,  were  used  to  examine  the  impact  of  selected  variables, 
including  health  status;  demographic,  social  economic  variables;  and  demand, 
choice,  and  satisfaction,  holding  all  other  variables  constant. 

Demand  for  Medicare  Services 

With  regard  to  demand,  we  investigated  six  measures  of  Medicare 
utilization.    These  measures  were:    number  of  medical  office  visits,  number 
of  medical  relative  value  units  (RVUs),  number  of  surgical  RVUs,  number  of 
Part  B  services,  number  of  outpatient  hospital  services,  and  number  of 
inpatient  hospital  days.    The  utilization  of  these  services  was  hypothesized 
to  be  related  to  economic,  demographic,  social,  and  attitudinal  variables; 
health  status;  and  availability  of  service  providers. 

One  interesting  finding  from  the  analysis  is  that  having  Blue 
Cross/Blue  Shield  supplemental  insurance  was  associated  with  a  substantial 
impact  on  the  use  of  Medicare  services  by  the  aged,  holding  constant  the 
variables  health  status,  demographic  and  social  characteristics,  other 
supplemental  insurance  coverages,  income,  and  access.    The  impact  was 
especially  pronounced  for  surgical  and  inpatient  hospital  services,  where 
consumption  was  almost  double  for  those  having  Blue  Cross/Blue  Shield 
supplemental  insurance.    This  raises  some  important  questions  about  the 
effects  of  Medicare  supplemental  policies  on  consumer  and  physician 
behavior.    One  possible  explanation  is  that  consumers  with  these  policies, 
who  experience  relatively  low  out-of-pocket  costs  for  surgery  and  inpatient 
care,  demand  more  of  such  services.    Alternatively,  these  relatively  low 
out-of-pocket  costs  for  surgery  and  inpatient  care  may  create  an  opportunity 
for  demand  creation  by  service  providers.    Although  such  an  explanation  is 
not  tested  in  our  study,  the  importance  of  studying  the  role  and  the  pricing 
behavior  of  the  physicians  is  implied. 
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Choice  of  Medicare  Supplemental  Insurance 

The  modal  choice  of  supplementary  insurance  is  specified  as  a  two-stage 
model.    In  the  first  stage,  an  individual  decides  whether  or  not  to  purchase 
any  supplementary  insurance.    Having  decided  to  purchase  additional 
insurance,  the  individual  then  decides  what  type  of  supplementary  insurance 
policies  to  buy.    Three  types  of  supplementary  policies  are  examined  in  this 
study.    They  are:    Blue  Cross/Blue  Shield  policies,  indemnity  policies,  and 
major  medical  policies.    The  results  from  such  a  model  suggest  that  income 
plays  an  important  role  in  determining  the  demand  for  supplementary 
insurance.    The  choice  of  the  type  of  policy  purchased,  however,  was  found 
not  to  be  related  to  any  variables  in  the  model. 

Satisfaction 

In  assessing  beneficiary  satisfaction  with  medical  care,  we  constructed 
measures  of  satisfaction  with  five  elements  of  medical  care:  overall 
quality,  accessibility,  cost,  information,  and  courtesy  and  consideration. 
We  then  tested  empirically  the  relationships  between  health  status, 
demographic,  social,  attitudinal,  and  economic  variables,  and  our  measures 
of  satisfaction.    One  of  the  most  interesting  findings  is  that  the  presence 
of  a  regular  source  of  care  has  a  very  strong  impact  on  beneficiary 
satisfaction  with  the  overall  quality  and  accessibility  of  care.  In 
addition,  reliance  upon  the  traditional  medical  care  system  is  found  to  be 
significantly  related  to  satisfaction  with  overall  quality  of  care  and 
information  given  by  the  provider. 

UTILIZATION,  COST,  AND  DELIVERY  ANALYSIS 

One  of  the  most  important  questions  with  regard  to  the  Colorado 
experiment  is  whether  increased  access  to  mental  health  services  (through 
lower  coinsurance  and  clinical  psychologist  coverage)  affected  the 
utilization,  cost,  and  delivery  of  services.    Specifically,  we  sought 
answers  to  the  following  questions: 
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Did  either  experimental  condition  have  an  impact: 

.    On  the  use  or  cost  of  Medicare  services  per  beneficiary? 

-  Did  more  people  use  mental  health  services? 

-  Did  those  who  were  using  mental  health  services  increase  their 
usage  of  such  services? 

-  Did  those  who  used  mental  health  services  use  more/less 
nonmental-health  Medicare  services? 

-  Was  the  overall  cost  of  all  Medicare  services  per  beneficiary 
changed? 

.    On  the  kind  and  cost  of  Medicare  services  delivered? 

-  Did  mental  health  service  providers  bill  in  a  different  manner? 

-  Did  patterns  of  treatment  differ? 

-  Was  there  evidence  of  substitution  of  outpatient  mental  health  for 
inpatient  mental  health  services? 

-  Did  the  geographical  distribution  of  mental  health  providers 
change? 

Limitations 

Before  discussing  answers  to  the  above  questions,  it  must  be  noted  that 
several  design  and  data  limitations  made  it  difficult  to  fully  answer  them. 

First,  the  experiment's  random  assignment  of  beneficiaries  to  one  of 
four  groups  implies  that  two  members  of  the  same  family  or  two  clients  of 
the  same  provider  may  have  had  different  coverages.    This  made  publicity 
directed  at  beneficiaries  providers  in  the  experiment  extremely  cumbersome, 
and  may  have  had  an  impact  on  both  consumers  and  suppliers. 

Second,  the  2  years  and  3  months  of  the  experiment  may  not  have  provided 
sufficient  time  to  detect  meaningful  changes  in  utilization  patterns  among 
the  beneficiaries  or  meaningful  skills  in  practice  patterns  among  the 
providers. 
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Third,  the  Colorado  Medicaid  program  refused  participation  in  the 
experiment  and  would  not  pay  the  coinsurance  charge  for  clinical 
psychologist  services  delivered  in  the  experiment. 

Fourth,  Part  A  claims  from  intermediaries  other  than  Blue  Cross/Blue 
Shield  of  Colorado  were  not  included  in  the  analyses.  Consequently, 
information  presented  in  the  report  does  not  include  data  from 
intermediaries  other  than  Blue  Cross/Blue  Shield  of  Colorado.    Because  two 
hospitals  and  48  skilled  nursing  facilities  (SNFs)  had  their  reimbursement 
handled  by  other  intermediaries,  Part  A  data  presented  in  this  report  are 
understated. 

Fifth,  considerable  confusion  existed  about  the  coding  of  diagnosis  in 
Part  A  claims  files.    During  the  experiment,  diagnosis  was  supposedly  not 
available  in  the  Part  A  data  files.    This  implied  that  (1)  Part  A  mental 
health  services  could  not  be  identified,  and  (2)  mental  health  users  who 
used  only  Part  A  services  could  not  be  identified.    After  the  final  data 
extraction,  however,  it  was  found  that  diagnosis  data  did  exist  in  the  files 
for  hospital  claims.    At  that  time,  rather  than  spend  the  time  and  money 
necessary  for  another  complete  data  extraction,  HCFA  decided  to  incorporate 
the  information  on  mental  health  service  use  for  those  already  in  our 
analysis  files,  but  not  to  bring  mental  health  users  identified  only  through 
Part  A  into  the  files. 

Sixth,  there  were  data  definition  problems.    A  more  general  definition 
of  mental  health  services  was  used  by  SRI  than  was  employed  by  Blue 
Cross/Blue  Shield  of  Colorado.    This  caused  some  confusion  during  the 
experiment  and  resulted  in  some  mental  health  hard-copy  claims  never  being 
forwarded  to  the  evaluator. 

Seventh,  we  were  not  able  to  accurately  estimate  cost  data  for  Part  A 
services.    Data  contained  in  the  Blue  Cross/Blue  Shield  Part  A  files  are 
reflective  of  the  charges  billed  by  and  interim  payments  to  providers.  The 
actual  costs  to  the  Medicare  program  are  a  function  of  a  final  yearly  cost 
settlement  between  the  intermediary  and  each  provider  facility.    These  data 
were  not  available  from  HCFA  for  the  full  experimental  period. 
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Eighth,  we  did  not  have  complete  information  on  supplementary 
insurance.    While  we  had  data  from  the  Colorado  Medicaid  program  and  from 
Blue  Cross/Blue  Shield  of  Colorado,  many  other  companies  offer  Medicare 
supplemental  insurance.    Our  beneficiary  survey  indicated  that  about  as  many 
other  Medicare  supplementary  insurance  policies  exist  for  this  population  as 
do  Blue  Cross/Blue  Shield  supplementary  policies.    Thus,  those  beneficiaries 
we  classified  as  not  having  insurance  may  have  substantial  coverage  by 
insurance  plans  other  than  Blue  Cross/Blue  Shield  or  Medicaid. 

Finally,  clinical  psychologists  who  had  an  "incident  to"  relationship 
with  a  physician  could  bill  under  the  physician's  name  for  beneficiaries  in 
the  control  or  lower-coinsurance-only  groups,  but  billed  directly  for 
services  provided  to  those  beneficiaries  who  have  experimental  clinical 
psychology  coverage.    Because  the  name  of  the  actual  service  provider  is  not 
required  to  be  used  on  the  bill,  and  some  psychologists  may  have  preferred 
to  continue  billing  on  an  "incident  to"  basis,  our  records  did  not  provide  a 
total  picture  of  the  number  and  kind  of  services  provided  by  clinical 
psychologists.    In  addition,  the  services  billed  through  physicians  did  not 
go  through  the  clinical  psychology  peer-review  system. 

Findings 

Briefly,  the  experiment  appeared  to  have  little  impact  on  the 
utilization  of  Medicare  services,  overall  program  costs,  or  the  delivery  of 
care.    With  regard  to  the  extension  of  clinical  psychologists'  services, 
very  few  mental  health  claims  were  submitted  by  clinical  psychologists.  Our 
mental  health  claims  files  show  that  only  39  clinical  psychologists  had  a 
paid  service,  although  services  were  delivered  to  24  beneficiaries.  Less 
than  2%  of  the  paid  Medicare  mental  health  services  were  delivered  by 
clinical  psychologists  who  were  practicing  and  billing  independently. 

Several  of  the  limitations  listed  above  may  have  contributed  to  the  low 
mental  health  use  rates  under  the  experiment.    The  most  important  factor  may 
have  been  lack  of  beneficiary  awareness  of  the  experiment,  which  was  a 
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consequence  of  the  random  design.    In  addition,  lack  of  participation  by  the 
Colorado  Medicaid  program  and  the  relatively  short  time  span  of  the 
experiment  may  have  contributed  to  the  low  utilization  rates  for  mental 
health  services.    All  of  these  limitations  suggest  that  a  universal,  ongoing 
program  for  either  or  both  experimental  coverages  on  a  national  basis  could 
result  in  considerably  higher  mental  health  utilization  rates. 

There  were  some  significant  results,  however.    Although  these  results 
did  not  occur  entirely  consistently,  they  still  are  of  some  interest.  We 
found  that  beneficiaries  in  the  lower  coinsurance  group  (but  not  in  the 
group  with  both  lower  coinsurance  and  clinical  psychology  coverage)  had 
slightly  higher  submitted  charges  per  service  and  per  RVU.    This  is 
consistent  with  other  studies  that  suggest  physician  charges  increased  in 
the  presence  of  additional  insurance  coverage. 

We  found  that  people  using  mental  health  services  generally  had  higher 
use  of  other  medical  services  as  well.  However,  generally,  people  who  had 
medical  health  treatment  prior  to  the  beginning  of  the  experiment  (but  not 
during  the  experiment)  did  not  have  substantially  more  medical  services  than 
those  who  never  had  medical  health  treatment.  This  provides  some  evidence 
that  previous  mental  health  treatment  may  influence  the  use  of  medical 
services  in  future  years. 

Utilization  and  Cost  of  Services 

With  respect  to  utilization  and  cost  per  Medicare  beneficiary,  the 
probability  of  using  mental  health  services  did  not  vary  by  experimental 
cell,  nor  did  the  use  of  mental  health  services  increase  for  those  who  were 
previous  users.    There  is  no  evidence  of  substitution  of  mental  health  for 
medical  care.    Table  1  shows  the  rate  of  yearly  use  and  cost  of  mental 
health  services  per  person-year  by  experimental  cell.    As  shown  in  this 
table,  there  was  little  variation  in  the  use  variables  by  cell.  However, 
there  was  variation  in  the  cost  variables  because  those  with  lower 
coinsurance,  by  definition,  had  larger  amounts  of  Part  B  allowed  charges, 
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TABLE  1: 

Use  and  Cost  of  Mental  Health  Services  for  Mental  Health  Users  in 
the  Experiment  Per  Person  Year  by  Experimental  Cell 

 Type  of  Service  


Experimental  Cell 

Control 

Coinsurance 

CI inical 
psychologist 

Both 


#  Part  B  #  Inpatient  $  Part  B  $  Part  A 
Services         Days  A1  lowed  Covered 


5.8 
5.8 
6.2 

6.1 


1.7 
1.8 
1.7 

1.6 


95+ 
117 
100+ 

129 


346 
429 
417 

387 


Total  $ 
Parts  A  &  B* 


440 
546 
517 


516 


All  experimental 
cells 


6.0 


1.7 


111 


395 


505 


Outpatient  hospital  mental  health  charges  are  not  included. 
+These  allowed  charges  are  after  the  62.5%  statutory  limitation, 
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and  these  additional  Part  B  allowed  charges  led  to  larger  amounts  in  total 
charge  fields.    The  normal  computation  methodology  used  by  Blue  Cross/Blue 
Shield  of  Colorado  for  processing  outpatient  mental  health  services  involves 
using  62.5%  of  the  customary  prevailing  and  reasonable  (CPR)  charge  as  the 
Medicare  allowable  charge.     Thus,  for  the  control  and  clinical  psychology 
only  cells,  the  allowed  charge  recorded  is  62.5%  of  the  CPR  charge.    For  the 
experimental  copayment  cells,  100%  of  the  CPR  charge  is  in  the  allowed 
charge  field.    However,  the  overall  differences  in  total  charges  are  not 
statistically  significant  because  the  magnitude  of  mental  health  use  was  so 
small.    Nonetheless,  the  simple  effect  of  reducing  the  copayment  in  the 
presence  of  no  cost-decreasing  substitution  effects  would  raise  Medicare 
program  costs. 

As  shown  in  Table  2,  the  overall  yearly  cost  per  eligible  in  the 
program  was  $1855,  varying  over  experimental  cells  from  $1804  to  $1960. 
Those  in  the  group  with  only  lower  coinsurance  coverage  had  the  largest 
covered  charge,  followed  by  those  with  both  experimental  coverages.  Those 
with  clinical  psychology  coverage  and  the  control  group  had  about  the  same 
allowed  cost  per  beneficiary,  just  over  $1800.    In  addition,  we  observed  no 
evidence  of  substitution  of  mental  health  services  for  medical  services, 
because  those  who  used  mental  health  services  also  consistently  consumed 
significantly  more  general  medical  services  than  those  who  did  not  use 
mental  health  services. 

Delivery  of  Services 

Billing  and  Treatment  Patterns 

We  observed  no  pattern  of  significant  differences  by  experimental  cell 
in  the  delivery  of  Medicare  services.    Although  different  kinds  of  providers 
provided  different  kinds  of  services  and  billed  in  very  different  manners, 
no  patterns  were  obseryable  across  cells.    The  62,856  mental  health  Part  B 
services  provided  during  the  experiment  were  evenly  distributed  across  the 
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TABLE  2: 

Use  and  Cost  of  Medical  Services  Per  Eligible  Per  Person  Year  by  Experimental  Cell 


#  Part  B 
Services 

#  Inpatient 
Days 

$  Part  B 
Al lowed 

$  Part  A 
Covered 

Outpatient 
Hospital 

Total  $ 
Parts  A 

Experimental  Cell 

Control 

25.1 

6.0 

391+ 

1263 

151 

1804 

Coinsurance 

27.6 

6.0 

412 

1327 

221 

1960 

CI inical 
psychologist 

25.0 

5.7 

385+ 

1230 

192 

1807 

Both 

25.7 

5.7 

404 

1263 

180 

1847 

All  experimental 
cells 

25.8 

5.8 

398 

1271 

186 

1855 

+These  allowed  charges  are  after  the  62.5%  statutory  limitation. 

Data  presented  in  this  table  are  not  representative  of  overall  program 
costs  per  eligible.    The  sample  includes  all  mental  health  users  and  a 
random  sample  of  3%  of  the  aged,  10%  of  the  disabled,  and  30%  of  the  ESRD 
beneficiaries.    See  Volume  V  for  a  breakdown  of  these  data  by  eligibility 
type. 
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cells.    About  60%  of  services  were  delivered  outside  the  hospital;  the 
highest  percent  delivered  outside  the  hospital  was  for  the  control  cell. 
Most  of  those  services  delivered  outside  the  hospital  were  office  services, 
but  about  8%  were  nursing  home  services.    About  40%  of  all  mental  health 
Part  B  services  were  delivered  for  disorders  with  a  diagnosis  of  psychosis. 

.    Of  all  mental  health  services  delivered,  over  four  in  every  five  were 
for  services  billed  in  the  psychiatric  range  of  procedure  codes,  9050-9069. 
The  remaining  ones  were  for  medical  office  visits,  injections,  and 
laboratory  and  other  diagnostic  procedures  used  in  the  maintenance  of  mental 
health  patients.    Four  psychiatric  procedure  codes--9050  (1  hour  of 
individual  psychotherapy),  9054  (30  minutes  of  individual  psychotherapy), 
9052  (90  minutes,  of  group  therapy),  and  9053  (15  minutes  of  individual 
psychotherapy)  accounted  for  almost  70%  of  all  mental  health  visits. 

These  62,856  Part  B  mental  health  services  were  delivered  to  5,762 
beneficiaries  by  1,074  providers.    The  disabled  were  overrepresented  in  this 
beneficiary  group.    Although- the  disabled  constituted  less  than  one- tenth  of 
the  Medicare  population,  they  represented  more  than  one-third  of  the  mental 
health  service  user  group.    One-fourth  of  the  providers  were  psychiatrists; 
however,  they  accounted  for  more  than  half  of  the  mental  health  services 
billed.    Community  mental  health  centers  and  others  who  made  up  one-tenth  of 
the  providers,  billed  almost  one-third  of  the  services.    The  group  that  made 
up  the  largest  number  of  providers,  nonpsychiatrist  M.D.s,  billed  only 
one-tenth  of  the  services.    Clinical  psychologists,  who  constituted  4%  of 
the  providers,  billed  between  1%  and  2%  of  the  services. 

The  provider  types  differed  greatly  in  the  procedures  they  most  often 
billed.    When  individual  psychotherapy  was  provided,  psychiatrists  billed 
for  a  half-hour  of  psychotherapy  more  frequently  than  they  did  for  1  hour. 
Clinical  psychologists  almost  always  billed  for  1  hour  of  individual 
psychotherapy  and  rarely  billed  for  30  or  15  minutes  of  individual 
psychotherapy.    Other  physicians  usually  billed  for  regular  medical  office 
visits  rather  than  for  visits  in  the  psychiatric  procedure  range,  and  CMHCs 
usually  provided  group  psychotherapy. 
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Information  on  service  providers  obtained  directly  from  the  hard  copy 
claims  indicated  that  for  over  80%  of  the  services,  no  other  provider  was 
listed  on  the  bill.    It  should  be  remembered,  however,  that  there  is  no 
legal  requirement  to  list  the  actual  service  provider  on  the  bill.  Thus, 
these  figures  reflect  the  lower  limit  of  the  number  of  providers.  According 
to  the  bills,  10%  of  all  services  paid  were  provided  by  mental  health 
professionals  with  a  master's  degree,  about  5%  by  clinical  psychologists, 
and  about  5%  by  R.N.'s  or  professionals  with  a  B. A. -level  degree. 

Tables  3  and  4  show  submitted  and  allowed  charges  per  service  by 
experimental  cell  and  provider,  not  taking  into  account  the  length  or 
complexity  of  the  encounter.    Because  this  mix  of  service  types  is  different 
by  provider  type,  Table  4  shows  submitted  and  allowed  charges  for  procedure 
code  9050  (1  hour  of  psychotherapy).9   As  can  be  seen  in  Table  3, 
submitted  and  allowed  charges  vary  widely  by  provider.  Clinical 
psychologists  billed  and  received  the  largest  amount  per  service— $38  and 
$29  respectively,  compared  with  $31  and  $22  respectively  for  psychiatrists, 
$21  and  $16  for  nonpsychiatrist  physicians,  and  $22  and  $14  for  CMHCs  and 
others.    There  were  no  noticeable  patterns  in  submitted  charges  across 
experimental  cell. 

As  can  be  seen  in  Table  4,  when  only  procedure  9050  is  examined,  the 
pattern  changes.    For  1  hour  of  psychotherapy,  the  billed  charges  show  much 
less  variation  by  provider  type.    Psychiatrists,  nonpsychiatrist  physicians, 
and  clinical  psychologists  billed  (and  received)  about  the  same  amount: 
$43  ($31),  $41  ($28),  and  $39.  ($29)  respectively.    CMHCs  and  others 
consistently  billed  lower  charges.    The  mean  of  the  billed  charge  was  $32, 
and  the  mean  charge  allowed  was  $23  for  1  hour  of  psychotherapy  delivered  by 
CMHCs  or  others. 

In  looking  at  assignment  of  mental  health  non-Medicaid  services,  we 
found  that  accepting  assignment  was  less  likely  in  large  SMS"s,  compared 
with  rural  and  semirural  counties,  for  services  delivered  to  women  and  those 
over  65  and  for  services  with  a  diagnosis  of  psychosis.    Assignment  was  more 
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TABLE  3: 

Submitted  (and  Allowed)  Charges  Per  Service  by  Experimental  Cell  and  Provider 

Provider 


Experimental  Cell 

Control 

Coinsurance 

CI inical 
psychologist 

Both 


Psychiatrist 

30.30  (20.12) 
31.75  (25.26) 
29.77  (19.37) 


Non-Psychiatrist  Clinical 
 M.D.   Psychologist 


CMHC  and 
Others 


21.87  (12.77) 
20.46  (15.27) 
20.22  (12.53) 


32.17  (24.08)  21.30  (11.50) 
37.47  (30.75)  21.48  (16.35) 
38.13  (22.53       22.38  (12.00) 


31.22  (25.12)       21.49  (15.66)       39.47  (34.99)     21.85  (17.05) 


All  experimental 
cells 


30.99  (22.41)       20.99  (14.17)       38.29  (28.69)     21.75  (14.36) 
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TABLE  4: 


Submitted  (and  Allowed)  Charges  for  Procedure  9050,  One  Hour 
of  Psychotherapy  by  Experimental  Cell  and  Provider 

Provider 


Experimental  Cell 

Control 

Coinsurance 

CI inical 
psychologist 


Psychiatrist 

40.97  (25.15) 
43.30  (35.79) 
42.41  (26.52) 


Non-Psychiatrist 
M.D. 


41.35  (22.64) 
33.80  (28.24) 
45.11  (27.95) 


CI inical 
Psychologist 

35.00  (21.87) 
42.39  (36.74) 
36.99  (21.02) 


CMHC  and 
Others 


30.96  (18.53) 
32.03  (27.74) 
31.57  (18.95) 


Both 


44.36  (36.23)       41.82  (31.13)       39.97  (35.66)      31.67  (28.09) 


All  experimental  42.79  (31.00)       40.50  (27.68)       38.62  (28.60)     31.56  (23.25) 

eel  Is 
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likely  for  End  Stage  Renal  Disease  and  disabled  beneficiaries;  for  services 
billed  by  nonpsychiatrist  M.D.s,  clinical  psychologists,  and  CMHCs  and 
others,-  compared  with  psychiatrists;  for  those  with  Blue  Cross/Blue  Shield 
of  Colorado  supplementary  insurance;  for  those  in  small  SMSAs,  compared  with 
rural  and  semirural  counties;  and  for  those  over  75  compared  with  those 
over  65. 

We  found  that  the  highest  submitted  charges  per  service  and  per 
relative  value  unit  (RVU)  were  for  large  SMSAs,  small  SMSAs,  for  the 
disabled  and  ESRD  beneficiaries,  and  for  services  delivered  in  more  recent 
fiscal  years.    We  found  less-expensive  visits,  both  in  terms  of  services  and 
RVUs,  for  females  and  for  services  delivered  by  other  M.D.s  and  CMHCs  and 
others,  compared  with  those  delivered  by  psychiatrists.    Medicaid  claims  and 
those  with  a  diagnosis  of  psychosis  had  significantly  lower  submitted 
charges  per  service  but  significantly  higher  submitted  charges  per  RVU, 
which  indicates  that  those  two  groups  received  mental  health  services  of 
less  time  and  complexity.    Psychologists  billed  a  slightly  higher  charge  per 
service  but  not  per  RVU  than  psychiatrists.    Per  service,  the  lower 
coinsurance  cell  (cell  2)  had  significantly  higher  submitted  charges,  and 
the  clinical  psychologist  cell  (cell  3)  had  significantly  lower  submitted 
charges.    Per  RVU,  both  of  these  cells  had  significantly  higher  billed 
charges,  which  indicates  that  mental  health  services  in  cell  3  were  more 
often  for  less  intensive  services.    Thus,  we  find  some  evidence  of  increased 
fee  resulting  from  lower  Medicare  coinsurance. 

Other  than  the  two  experimental  cells,  where  the  ratio  of  billed  to 
allowed  charges  is  by  definition  significantly  lower  (i.e.,  a  larger  percent 
of  billed  charges  were  reimbursed),  more  billed  charges  were  paid  for  those 
urban  residents,  for  those  with  Blue  Cross/Blue  Shield  of  Colorado 
supplementary  coverage,  and  for  claims  with  a  diagnosis  of  psychosis. 
Smaller  percents  of  billed  charges  were  allowed  for  the  disabled  and  ESRD 
beneficiaries,  Medicaid  eligibles,  other  M.D.s  and  CMHCs,  and  others, 
compared  with  psychiatrists. 
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In  summary,  with  respect  to  assignment,  submitted  charges,  and  the 
percentage  of  submitted  charges  reimbursed,  services  delivered  by 
psychiatrists  and  service  delivered  to  beneficiaries  in  large  SMSAs,  who  had 
respectively  the  highest  submitted  charges  and  the  largest  amount  of  their 
submitted  charges  reimbursed,  were  also  least  likely  to  have  their  claims 
assigned. 

Substitution  of  Outpatient  for  Inpatient  Care 

There  is  no  evidence  that  outpatient  services  were  substituted  for 
inpatient  care  during  the  experiment.    On  the  contrary,  beneficiaries  who 
received  more  outpatient  care  tended  to  also  receive  more  inpatient  care,  as 
did  those  in  the  experimental  cells  with  lower  coinsurance  on  outpatient 
care  coverage. 

To  study  substitution,  we  examined  trends  in  mental  health  admissions, 
length  of  stay,  and  covered  charges  over  time;  analyzed  the  length  of  stay 
and  covered  charges  per  admission;  and  looked  for  any  evidence  of 
substitution  of  outpatient  for  inpatient  care. 

While  the  trend  was  upward  in  mental  health  admissions,  per  capita 
there  were  no  discernible  patterns  by  experimental  cell.    The  rate  of 
admissions  per  1000  enrol  lees  are  given  below  for  the  years  1975  to  1978. 

Rate  of  Mental  Health  Admissions 


Year  Per  1000  Medicare  Enrol  lees 


1975  7.86 

1976  8.53 

1977  9.21 

1978  10.62 


Hospital  days  per  stay  were  relatively  stable  over  the  period,  and 
charges  increased  annually  at  12%,  11%,  and  15%  respectively  for  the  years 
1975  to  1978.    A  diagnosis  of  psychosis  contributed  significantly  to  number 
of  days  and  average  covered  charges  for  a  mental  health  hospital  stay. 
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When  we  examined  the  data  on  admissions,  mental  health  hospital  days, 
and  mental  health  inpatient  covered  charges,  we  found  evidence  of 
substitution  of  outpatient  for  inpatient  care.    On  the  contrary,  those  with 
out-of-hospital  mental  health  utilization  were  more  likely  to  have  had  an 
inpatient  mental  health  admission,  had  more  mental  health  inpatient  days  of 
care,  and  higher  inpatient  mental  health  covered  charges.    It  should  be 
remembered,  however,  that  our  data  set  was  very  limited  in  its  ability  to 
address  this  substitution  issue  directly.    We  had  no  data  on  the  use  of 
mental  health  services  billed  directly  by  facilities  such  as  outpatient 
hospitals,  SNFs,  or  home  health  agencies.    A  more  important  limitation  was 
that  this  study  did  not  test  a  particular  treatment  but  looked  at  an 
alteration  in  a  financing  program — an  alteration  poorly  understood  by  both 
beneficiaries  and  providers. 

Geographic  Distribution  of  Providers 

With  respect  to  the  geographic  distribution  of  mental  health  service 
providers  in  Colorado, -although  there  appears  to  be  a  trend  toward  more 
providers  in  rural  areas,  there  is  no  evidence  that  the  extended  Medicare 
coverage  in  any  way  caused  or  contributed  to  this  trend.    On  the  contrary, 
data  on  providers  of  mental  health  services  during  the  experiment  indicate 
that  the  practicing  clinical  psychologists  were  more  heavily  distributed  in 
the  urban  areas  than  the  other  providers. 

Cost  to  the  Medicare  Program  of  Making  these  Modifications 

To  evaluate  the  net  effect  of  a  change,  it  is  important  to  consider 
both  the  direct  costs  and  benefits  and  the  indirect  costs  and  benefits.  The 
two  changes  in  the  financing  and  delivery  system  studied  here  (i.e., 
increasing  the  proportion  of  charges  paid  by  Medicare  and  accepting  new 
providers  for  reimbursement)  will  of  their  nature  have  positive  direct 
costs.    Therefore,  it  is  important  to  evaluate  potential  indirect  costs  and 
cost-savings  to  determine  if  the  overall  net  effect  of  the  changes  are 
cost-increasing  or  cost-decreasing  for  the  program. 
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To  investigate  these  indirect  cost-savings  and  costs,  we  examined  two 
main  areas.    First,  we  looked  for  evidence  of  cost-saving  substitution 
effects,  (i.e.,  was  the  overall  cost  of  treatment  lower  because  less  costly 
outpatient  services  were  substituted  for  more  costly  inpatient  services,  or 
because  mental  health  care  services  were  substituted  for  medical  care 
services?).    We  also  looked  for  evidence  of  indirect  cost-increasing  effects 
(i.e.,  did  the  supply  of  these  benefits  stimulate  increased  demand  for 
services?).    None  of  our  analyses  indicate  such  effects  related  to  benefit 
alteration;  we  did  not  observe  any  substitution  effects  nor  did  we  see  any 
demand-creation  effect. 

Because  our  data  imply  that  the  indirect  costs  are  not  significantly 
affected  by  the  potential  benefit  alternation,  we  therefore  estimated  only 
the  direct  cost  of  the  program  changes.    To  approximate  these  costs,  we 
estimated  the  additional  expense  resulting  from  the  coinsurance  and 
increased  clinical  psychology  coverage  per  mental  health  user  and  per 
eligible  Medicare  beneficiary. 

We  estimate  that  the  national  cost  in  1979  to  increase  the  coinsurance 
rate  from  50%  to  80%  on  outpatient  mental  health  services  would  have  been 
$17,981,593.    This  would  be  .2%  of  total  Part  B  program  costs  and  .07%  of 
all  Medicare  costs  in  1979 The  cost  to  extend  clinical  psychologist 
coverage  would  have  been  $1,287,744  at  a  50%  coinsurance  rate  and  $2,060,391 
at  an  80%  coinsurance  rate.   Thus  total  cost  for  both  coverages,  if  adopted 
nationally,  would  have  been  a  little  more  than  $20  million  ($20,041,984)  in 
1979. 

Looking  at  these  costs  another  way,  increasing  the  coinsurance  rate 
from  50%  to  80%  would  increase  annual  program  costs  by  $19.20  per 
beneficiary  who  uses  mental  health  services  or  by  $.65  per  beneficiary 
eligible  for  Medicare.    The  cost  of  providing  independent  practitioner 
status  would  increase  annual  costs  to  the  program  by  $1.37  per  beneficiary 
who  uses  mental  health  or  by  $.04  per  beneficiary  eligible  for  Medicare, 
assuming  a  50%  coinsurance  rate;  or  by  $2.20  per  beneficiary  using  mental 


36 


health  services  or  by  $.07  per  beneficiary  eligible  for  Medicare,  assuming 
an  80%  coinsurance  rate.  It  is  important  to  note  that  these  estimates  are 
based  on  a  number  of  assumptions  and  must  be  used  with  extreme  caution.^ 
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estimated  the  cost  resulting  from  the  change  in  copayment.    We  took  the 
total  allowed  cost  per  year  per  person  for  those  services  subject  to 

*    the  copayment  charge  (which  is  estimated  at  $64.01)  and  calculated  the 
additional  cost  resulting  from  the  decrease  in  the  coinsurance  rate 
($19.20).    We  then  multiplied  ths  number  by  an  estimate  of  all  mental 
health  user  Medicare  eligibles,  936,507  (an  estimated  3.5%  of  the 
26,757,329  Medicare  Part  B  beneficiaries  in  July  1979).    This  resulted 
in  a  total  cost  of  $17,981,593  for  extended  coverage  on  current 
services.    To  calculate  the  impact  of  adding  clinical  psychologists  to 
the  program,  we  took  the  allowed  charges  for  clinical  psychology 
services  during  the  2-1/4  years  of  the  experiment,  adjusted  by  the 
62.5%  limitation  applicable  to  approximately  one-half  of  these  services 
and  estimated  the  total  allowed  charges  of  $32,565  for  the  2-1/4  years 
of  the  experiment.    This  was  $2.75  per  mental  health  user  per  year 
(total  charges  divided  by  11,855,  the  number  of  person-years  of 
coverage  for  mental  health  users  during  the  experiment).    This  would 
result  in  an  additional  $2,575,489  in  total  allowed  charges  for 
extending  clinical  psychologist  coverage.    Under  50%  coinsurance, 
$1,287,744  would  be  reimbursed  by  the  Medicare  program;  under  80% 
coinsurance,  $2,060,391  would  be  reimbursed.    This  estimate  assumes 
that  the  clinical  psychology  services  are  not  used  in  place  of  mental 
health  services  delivered  by  other  providers.    To  the  extent  that  a 
tradeoff  between  providers  exists,  this  represents  a  high  estimate  of 
the  cost  of  the  program. 
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